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TO:  Legislative  Finance   Committee 

FROM:  Teresa  Olcott  Cohea  /  ' 

Legislative  Fiscal  Analyst 

RE:  Options  for  Budget  Reductions 


On  August  12,  the  Office  of  Budget  and  Program  Planning  (OBPP)  sent 
the  attached  memo,  requesting  the  Office  of  the  Legislative  Fiscal  Analyst 
to  voluntarily  participate  in  the  Governor's  proposed  budget  reductions. 
Under  current  law,  the  Governor  cannot  reduce  the  appropriations  for  the 
legislative  or  judicial  branch  agencies.  In  my  response  to  the  OBPP  memo 
(attached),  I  noted  that  the  Legislative  Finance  Committee  is  the  approving 
authority  for  our  budget  and  that  the  request  would  be  placed  on  the 
committee's  agenda  for  discussion  at  the  September  9  meeting.  The  purpose 
of  this  memo  is  to  provide  committee  members  with  information  and  options 
for  responding  to  OBPP's  request. 

OBPP's  REQUESTED  BUDGET  CUT 

OBPP  calculated  the  following  budget  reduction  "targets",  based  upon 
an   8  percent  per  year  reduction  in  the  total  general  fund  appropriated  to 
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FY93   $73,808 


This  calculation  included  the  $66,000  appropriated  to  the  Joint 
Committee  on  Postsecondary  Education  Policy  and  Budget.  The  appropriation 
is  made  to  this  office  because  we  are  assigned  the  responsibility  of 
providing  staff  support  to  the  committee.  The  Legislative  Finance  Committee 
may  wish  to  seek  input  from  the  Joint  Committee  concerning  any 
recommended  reductions  in  this  appropriation. 

The  calculation  also  includes  the  total  of  the  biennial  appropriations  in 
the     fiscal      1992      "target".  The     office     has      two     line-item     biennial 

appropriations:  $20,000  for  computer  processing  for  legislative  requests  and 
$20,000  for  legislative  contingencies.  In  the  discussion  below,  I  have  split 
these     biennial  appropriations  equally  between   the  fiscal  years. 

OPTIONS    FOR    COMMITTEE   CONSIDERATION 
Fiscal    1992 

Personal  services  comprise  84  percent  of  the  office's  budget,  operating 
expenses  15  percent,  and  equipment  less  than  1  percent.  Therefore, 
reductions  in  personal  services  budget  are  necessary  in  order  to  achieve 
significant  savings. 

Personal  Services 

1)  Leave  0.5  secretarial  position  vacant  ($10,981  savings).  This 
position  is  used  mainly  during  budget  analysis  and  the  session,  so  it  could 
be  left  vacant  during  fiscal  1992  without  significantly  affecting  office 
operations . 

2)  Leave  an  analyst  position  vacant  for  four  months  ($15,405).  A 
senior  analyst  has  resigned,  effective  September  13.  By  leaving  this 
position  vacant  until  January  1,  1992,  and  hiring  a  replacement  analyst  at 
a   lower   salary,    we   can   save   $15,405   in   fiscal   1992.      This   will  have   some 
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impact  on  office  operations,  since  the  remaining  analysts  will  have  to  absorb 
the  workload  for  the  unfilled  position.  It  is  very  important  that  the 
position  be  filled  in  early  1992 ,  to  allow  time  for  the  new  analyst  to  become 
familiar  with  agencies  and  be  effective  in  budget  analysis  for  the  1993 
session. 

3)  Eliminate  reserve  ($20,000).  In  establishing  fiscal  1992  salaries,  I 
left  a  2  percent  reserve  in  personal  services  for  unforeseen  events  like  high 
termination  costs  (sick  leave  and  vacation  balances)  if  a  long-time  staff 
member  resigned.  If  the  funds  aren't  used  for  this  purpose,  they  revert 
to  the  general  fund  at  the  end  of  the  fiscal  year. 

If  additional  vacancies  occur  during  the  year,  further  savings  can  be 
realized  by  holding  positions  vacant  for  a  period  of  time.  However,  if 
vacancies  did  not  occur,  more  substantial  budget  reductions  in  personal 
services  would  require  the  laying  off  of  existing  staff.  The  staff  worked 
an  average  538.5  hours  of  extra  time  or  7,539  total  extra  hours  during 
fiscal  1991.  This  is  the  equivalent  of  3.8  additional  FTE.  As  I  noted  in 
my  June  14  memo  to  the  committee,  LFA  staff  work  significantly  more  extra 
hours  on  average  than  staff  in  other  legislative  agencies.  Laying  off 
existing  staff  would  require  a  reduction  in  the  level  of  services  provided  to 
the  legislature,  since  existing  staff  cannot  be  asked  to  work  more  extra 
hours  than  they  are  already  working. 

Operating  Expenses 

The  office  can  revert  8  percent  of  its  operating  budget  ($9,039)  in 
fiscal  1992  by  careful  management  and  eliminating  all  staff  travel. 

This  estimate  assumes  that  the  committee  will  meet  five  times  during 
fiscal     1992 .  Legislator     per     diem     and     travel     for     each     meeting     is 

approximately  $3,400.      Eliminating  one  meeting  would  provide  an  additional 
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budget  reduction  of  that  amount.  Having  four  meeting  during  fiscal  1992 
would  allow  the  committee  to  comply  with  its  rules,  which  state  the  committee 
must  meet  every  90  days.  However,  eliminating  one  meeting  reduces  the 
committee's  flexibility  to  respond  to  issues  that  may  arise  within  a  90  day 
period. 

Equipment 

Since  the  office's  equipment  budget  is  very  small  ($2,500  per  year), 
it     is     difficult     to     achieve     much     savings.  By     limiting     purchases     of 

replacements  equipment  to  two  calculators,  one  computer  monitor,  and 
necessary  printer  components,  we  may  be  able  to  revert  $1,339  from  this 
category. 

Contingency  Appropriations 

The  1991  legislature  provided  a  $20,000  line-item  biennial  appropriation 
for  the  committee  to  respond  to  issues  that  might  arise  during  the  biennium. 
In  the  past,  this  contingency  appropriation  has  been  used  to  hire 
consultants  on  issues  facing  the  legislature  and  to  pay  legal  costs.  While 
most  of  the  appropriation  has  been  reverted  in  past  biennia  (FY1989-$12,600; 
FY91-$18,770) ,  reducing  the  budgeted  amount  early  in  the  biennium  would 
limit  the  committee's  ability  to  respond  to  unanticipated  issues  that  may 
arise . 

The  1991  legislature  also  provided  a  $20,000  line-item  biennial 
appropriation  to  pay  computer  costs  associated  with  legislative  requests  for 
tax  simulations  and  revenue  estimating.  Significant  budget  reductions  in 
this  appropriation  will  limit  staff's  ability  to  provide  tax  and  revenue  data 
to  the  legislature. 


PROPOSAL 

The  attached  sheet  presents  a  proposal  to  cut  expenditures  by  $50,172 
or  5.5  percent  of  the  fiscal  1992   appropriation.      This  proposal  involves: 

1)  leaving  the  0.5  secretarial  position  vacant  throughout  fiscal  1992; 

2)  leaving  an  analyst  position  vacant  until  January  1,  1992,  and  hiring 
a  replacement  at  a  lower  salary; 

3)  committing  to  revert  $10,000  of  the  personal  services  reserve; 

4)  reducing  operating  expense  by  approximately  8  percent; 

5)  reducing  equipment  purchases  by  54  percent   ($1,339); 

6)  reducing  the  contingency  appropriations  by  8  percent;    and 

7)  reducing  the  Joint  Postsecondary  Education  Committee  budget  by  the 
same  percentage  as  the  office  budget. 

If  the  committee  decided  to  eliminate  one  meeting,  the  combined  total 
budget  reduction  would  be  $53,572  or  nearly  6  percent  of  fiscal  1992 
appropriations . 

Meeting  an   8  percent  budget  reduction  target  would  require: 

1)  implementing  the  above  proposal; 

2)  limiting  committee  meetings  to  4;   and 

3)  eliminating  the  total  fiscal  1992  budget  for  both  contingency 
appropriations . 

Fiscal  1993 

I  have  not  included  a  proposal  for  fiscal  1993  budget  reductions  for  two 
reasons : 

1)  OBPP  has  indicated  that  proposed  fiscal  1993  reductions  are  for 
planning  purposes  only  and  that  it  does  not  plan  to  make  decisions 
concerning  next  year's  budget  reductions  at  this  time;   and 

2)  expenditures  are  significantly  different  in  a  session  year. 
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COMMITTEE    RESPONSE 

According  to  the  Director  of  Legal  Services,  Legislative  Council, 
current  statutes  do  not  allow  OBPP  to  reduce  a  legislative  agency's 
appropriation,  even  with  their  concurrence.  If  the  committee  decides  to 
respond  affirmatively  to  OBPP's  request,  it  can  inform  OBPP  that  it  plans 
to  revert  $XXX  to  the  general  fund  at  the  end  of  fiscal  1992 .  Unused 
balances  in  biennial  appropriations  revert  at  the  end  of  the  biennium. 

The  committee  has  used  this  procedure  in  the  past.  In  January  1986 
(when  the  Governor  imposed  2  percent  budget  reductions  on  executive 
branch  agencies  and  requested  voluntary  participation  by  other  agencies) , 
the  Legislative  Finance  Committee  voted  to  "withdraw  spending  authority  of 
2  percent".  The  "withdrawn"  amount  was  reverted  at  the  end  of  the  fiscal 
year. 

FACTORS    IMPACTING    REVERSION 

At  the  end  of  the  1991  biennium,  the  office  reverted  over  three  times 
the  "target"  reversion  that  OBPP  had  requested.  Reversions  during  the 
1993  biennium  may  exceed  the  5.5  percent  proposal  outlined  above  if:  1) 
little  of  the  contingency  appropriations  are  used;  and  2)  the  entire  personal 
services  reserve  is  unused. 

However,  unusual  occurrences- -such  as  a  special  session- -will  increase 
the  office's  costs,    thus  reducing  reversions. 

OTHER    LEGISLATIVE   AGENCIES'   RESPONSES 

The  Legislative  Council  will  discuss  OBPP's  request  at  its  September 
13  meeting.  The  director  has  prepared  a  memo  presenting  various  options 
for  meeting  the  8  percent  target  reversion.      However,   he  warns: 


The  [8  percent!  reductions  can  be  achieved. ...  IS lome  savings  (relatively 
small  1  can  be  had  with  no  .Tdverse  consequences.  Other  savings  can  be 
achieved  only  at  the  cost  of  reducing  the  long-term  effectiveness  of  the 
organization.  Some  of  the  identified  savings  would  have  been  achieved 
anyway  as  a  result  of  careful  management  and  good  fortune.  Other 
savings,  if  implemented,  will  have  long-term  adverse  consequences  to  the 
ability  of  the  Legislative  Council  to  support  the  Legislature  and  fulfill 
its  mission. 

The  Environmental  Quality  Council  will  also  discuss  the  request  at  its 
meeting  on  September  13.  The  director  has  not  identified  any  areas  of 
potential  savings,  since  the  agency  is  small,  the  bulk  of  its  budget  is  in 
personal  savings,   and  all  positions  are  currently  filled. 

The  Legislative  Audit  Committee  will  discuss  the  request  at  an  October 
meeting.  The  director  has  not  yet  completed  his  recommendations  to  the 
committee. 

Since  the  Consumer  Counsel  is  not  supported  by  general  fund,  OBPP 
did  not  request  its  participation  in  the  budget  cut. 
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Fiscal 

Proposal  for 
1992   Budget  Reduction 

General  Office   Budffet 

Budget 
FY92 

Possible 
Savinffs 

Percent 
Reduction 

Personal  Services 

$738,520 

$36,386 

4.9 

Operating  Expenses 

Contract  Services 

48,905 

1,778 

Supplies 

11,400 

2,290 

Communications 

11,341 

1,500 

Travel 

13,000 

8 

Rent 

10,571 

0 

Repairs 

11,215 

1,104 

Other 

6.551 

2.359 

Total 

$112,983 

$  9,039 

8.0 

Equipment 

2.500 

1.339 

53.6 

Total 

$854,003 

$46,764 

5.5 

Biennial  Appropriations 
(FY92   Portion) 

Consultant 

$   10,000 

$        800 

8.0 

Data  Processing 

10,000 

800 

8.0 

Post- Secondary  Education 

33.000 

1.808 

5.5 

$  53,000 

$      3,408 

Total 

$907,003 

$  50.172 
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August  20,    1991 


Mr.    Steve  Yeakel,    Director 

Office  of  Budget  and  Program  Planning 

Room  237,    State   Capitol 

Helena,    MT     59620 

Dear   Steve: 

Thank  you  for  your  letter  of  August  12  regarding  the  Governor's 
request  for  legislative  and  judicial  agencies'  participation  in  general  fund 
budget  reductions  in  fiscal  1992   and  fiscal  1993. 

Since  the  Legislative  Finance  Committee  is  the  approving  authority  for 
our  office's  budget,  I  have  sent  copies  of  this  request  to  committee 
members.  The  Committee  will  be  discussing  this  issue  at  its  September  9 
meeting. 

Sincerely, 


Teresa  Olcott   Cohea 
Legislative  Fiscal  Analyst 

TC3D:pe:SY18-20.1tr 
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MEMORANDUM 


TO: 
FROM: 

DATE: 
SUBJECT; 


All  Legislative  and  Judicial  Branch  Agencies 

Steve  Yeakelf'  Budget  Director 

Office  of  Budget  and  Program  Planning 

August  12,  1991 

Planning  for  1993  Biennivun  Budget  Reductions 


In  accord  with  HB454  Section  10,  Governor  Stephens  is  preparing  to 
reduce  general  fund  appropriations  due  to  a  shortfall  in  revenue. 

We  earnestly  request  your  commitment  to  share  in  the  impact  of  this 
problem. 

For  your  information,  we  are  requesting  executive  branch  agencies 
to  assist  in  planning  for  these  FY92  and  FY93  budget  reductions  by 
responding  no  later  than  August  21  to  the  following: 

1.  Target  by  program  where  up  to  an  8%  general  fund  reduction 
would  be  applied  within  the  agency; 

2.  Advise  of  any  unrestricted  fund  balances  which  may  be 
available  at  the  end  of  the  1993  biennium  to  reduce  the 
targeted  reductions; 

3.  Advise  of  any  fund  balances  which  could  be  deposited  to  the 
general  fund  through  either  one-time  or  permanent  action  of 
the  1993  Legislature;  and 

4.  Suggest  actions  which  might  be  recommended  to  the  1993 
Legislature  to  reduce  reliance  on  general  fund  for  particular 
programs,  for  example,  shifting  driver's  licensing  from 
general  fund  to  gas  tax,  and  which  could  become  part  of  a  plan 
to  reduce  the  targeted  reductions  in  anticipation  of 
legislative  action. 

Enclosed  for  your  information  is  a  worksheet  showing  your  agency's 
general  fund  appropriations  for  FY92  and  FY93  by  program  and  what 
an  8%  reduction  each  year  would  be  if  applied  across-the-board. 


AN  EQUAL  OPPORTUNITY  EMPLOYER" 


Planning  for  1993  Biennium  Budget  Reductions 
August  12,  1991 
Page  2 

We  would  appreciate  hearing  from  you  at  your  earliest  convenience 
regarding  any  or  all  of  the  four  items  listed  above.  We  will  be 
holding  individual  conferences  with  executive  branch  agencies 
beginning  on  August  22  and  would  appreciate  an  opportunity  to 
confer  with  you,  and  any  of  your  staff,  during  the  same  time 
period. 

For  the  record,  it  is  not  our  intent  to  make  across-the-board  8% 
reductions.  Every  effort  will  be  made  to  mitigate  the  total 
revenue  shortfall  by  utilizing  other  reasonable  avenues,  such  as 
items  2 ,  3  and  4  above . 

It  is  the  Governor's  intention  to  announce  major  decisions  in  the 
neighborhood  of  September  6,  1991. 
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Planning  for  1993  Biennivun  Budget  Reductions        p. 2 
2.    List  Any  Unrestricted  Fund  Balances  Which  May  Be  Available 
Agency     Accounting  Entity         Explanation 


3 .    Potential  Legislative  Action  Regarding  Fund  Balances 
Agency     Accounting  Entity         Explanation 


4 .    Potential  Legislative  Action  to  Shift  from  General  Fund  to 
Other  Funds 

Agency       Program  Explanation 


